
DATA/EVENTS
Overnight Actual Exp. Prior FX Close (NY) Daily %Δ

(US) CPI/Core CPI YoY (May) 4.2%/2.9% 4.2%/2.9% 3.8%/2.8% USDJPY 160.55 +0.12%   158.90 - 161.00

(JP) PPI YoY (May) 6.3% 5.6% 4.9% EURUSD 1.1535 ▼0.07%  1.1450 - 1.1680

(CH) PPI YoY (May) 5.2% 3.9% 2.8% GBPUSD 1.3368 ▼0.09%  1.3250 - 1.3450

(CH) CPI YoY (May) 1.2% 1.3% 1.2% AUDUSD 0.6999 ▼0.44%  0.6950 - 0.7100

(ID) Consumer Confidence Index (May) 120.90 -- 123.0 DXY 99.9 +0.04%   99.3 - 101.0

USDCNY 6.7754 +0.01%   6.7400 - 6.8200

USDCNH 6.7822 +0.05%   6.7400 - 6.8200

USDHKD 7.8367 ▼0.01%  7.8150 - 7.8500

USDSGD 1.2875 +0.05%   1.2800 - 1.2960

Today Actual Exp. Prior USDKRW 1523 +0.00%   1515 - 1540

(KR) Unemployment Rate SA (May) 2.8% 2.8% USDTWD 31.68 +0.13%   31.30 32.00

(JP) BSI Large All Industry QoQ (2q) 4.40 USDINR 95.27 ▼0.09%  94.50 - 96.20

ECB Deposit Facility Rate 2.25% 2.00% USDIDR 17953 ▼0.59%  17900 - 18300

(US) Initial Jobless Claims 220k 225k USDMYR 4.070 +0.25%   4.050 4.110

(US) PPI Final Demand MoM (May) 0.7% 1.4% USDPHP 61.42 ▼0.21%  61.20 - 62.20

USDTHB 32.88 +0.08%   32.6 - 33.2

USDVND 26321 ▼0.03%  26200 - 26550

*Open is as at 8am HKT/SGT. 
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Three Take-Aways

1) US headline CPI accelerated to 4.2% in May, though a softer
than expected core inflation print aids the case for a Fed rate hold.

2) Renewed US-Iran attacks and Iran declaring closure of Hormuz
sent oil prices and UST yields soaring. Risk sentiments sour. EM-
Asia FX set to buckle.

3) The ECB is likely to hike rates today as an extended US-Iran
conflict triggers worries on further upside risks to inflation with
recent CPI prints revealing substantial price pressures. EUR may
not get a huge lift as ECB may refrain from hiking cycle narrative.

MACRO THEME: Not Passing Though?

- US Headline CPI came in as expected at 4.2% in May rising from
3.8% in April while the increase in core inflation was rather muted at
2.9% for May, marginally higher than the 2.8% print in April.

- While energy prices drove the headline CPI surge, the other
components in the basket were rather mixed with rental, medical and
recreation costs rising while car insurance and furniture prices slipped.

- This CPI print is likely to aid the narrative for the Fed to stay on hold
and look through this bout of inflationary pressures especially with
doubts about the resilience of consumer demand creeping in from the
lack of broader cost passthrough.

- The mild drop in UST yields and moderate recovery in risks
sentiments after the release of the CPI print was easily reversed
on renewed US-Iran attacks. US equities fell across the board with the
Nasdaq leading losses with a 2% decline.

Cease Traffic, Not Fire

- US President Trump announced further strikes on Iran overnight for
delaying talks, saying that "We're going to be attacking them, attacking
them very hard". He also said that we were really close to a deal but
they keep tapping us along.

- Even though US central command has retained the framing of self
defense strikes, theses incessant attacks represent a sharp escalation
in the conflict.

- Nonetheless, the advance declaration of attacks and "self
defense" strikes imply that markets will be wary of US central
command calling an "end" to those strikes.

- In fact, after launching these attacks, Trump has just told the
media this morning that the bombing will stop shortly but will
bomb Iran again tomorrow if they do not sign an agreement.

- Nonetheless, in response, Iran has just announced that Hormuz is
shut for all and any ship passing by will be targeted. IRGC Navy
also said that two vessels attempting passage were struck.

- Crucially, even as Iranian radar sites were hit in recent days, the
renewed tensions dented the tinge of optimism from tankers attempting
transit by going dark. On balance, it remains tough to envisage Iran
being bombed into submission.

- While markets tune into weakened Iran infrastructure and military amid
the bombing, US weapons stockpile may inevitably also draw scrutiny on
financing and debt woes.

Post China CPI: Subdued Demand, Margin Woes

- China’s latest inflation prints were broadly in line with market
expectations. CPI was unchanged from the previous month, holding
steady at 1.2% YoY in May. This suggests that pass-through from
upstream cost pressures remains limited, reflecting still-subdued
domestic demand. While petroleum prices accelerated to 19.3% YoY,
adding 0.56ppt to headline inflation, the impact was largely offset by softer
food and core inflation, which eased to -1.7% and 1.1% YoY, respectively.

- Rather than headline inflation itself, we are more concerned about the
increasing margin compression faced by Chinese manufacturers.

- Under the PPI category, producer goods prices rose 5.2% YoY in May,
driven by elevated mining and raw materials prices, while consumer goods
prices remained in deflation at -0.8% YoY.

- In our view, this divergence highlights the persistent challenge for
manufacturers in passing higher input costs downstream, leaving margins
under continued pressure.

- With uncertainty still surrounding the stalemate in US-Iran peace talks,
we expect Chinese policymakers to step up support for the
manufacturing sector. Potential relief measures could include targeted
fiscal subsidies and preferential policy loans, as cost pressures on
manufacturers continue to build.

ECB: Hike and See?

- Markets are almost fully pricing in a 25bp rate hike at the upcoming
meeting. Hawkish signals have emerged from various ECB officials with
one of the latest being Belgium Governor Wunsch who signal his
preference for a quarter-point increase, as a confirmation of a US-Iran
peace deal makes it less easy to hike but probably still a case for hiking.

- The more important reminder is perhaps his caveat that this increase
does not necessarily usher in a series of rate hikes.

- To be clear, this is not a pre-emptive hike as price pressures were
evident in the May CPI print with core inflation rising to 2.5% YoY as
services inflation accelerated to an unwelcoming 3.5% YoY. Producer
prices also show an accelerating momentum growing at 0.9% MoM in April
excluding energy.

- At this juncture, with growth indicators not revealing excessive stresses
from the US-Iran conflict, the ECB is likely to tighten policy while signalling
their vigilance on downside growth risks as well. Consequently, EUR bulls
may find little gains from this meeting especially with policy makers likely
to stay cautious rather than aggressive on rate hikes.

Yields (2Y: +2.6bp; 10Y: +3.5bp; 30Y: +3.1bp)

Equities (Nasdaq: -2.0%; S&P500: -1.6%; Dow: -1.9%)

FX (DXY: +0.04%)

USDJPY has risen to above mid-160 while EUR pressured below mid-
1.15. AUD slipped below 70 cents.



MARKET MOVES

Bond Yields 2Y Close 10Y Close 2Y Δ (bps) 10Y Δ (bps) Cross FX Close (NY) Open* Daily %Δ

UST (US) 4.145 4.553 2.6 3.5 EUR/JPY 185.19 185.19 +0.05%   

JGB (JP) 1.418 2.679 0.8 0.5 GBP/JPY 214.618 214.5 +0.03%   

Bunds (GE) 2.715 3.075 5.1 3.3 JPY/SGD (100yen) 0.8019 0.8025 ▼0.05%  

Gilts (UK) 4.363 4.931 3.4 2.8 JPY/HKD (100yen) 4.8809 4.8814 ▼0.13%  

AGB (AU) 4.542 4.890 -4.1 -2.9 CNH/JPY 23.688 23.692 +0.07%   

SGS (SG) 1.605 2.094 -1.2 -2.1 CNH/HKD 1.1566 1.1565 ▼0.03%  

CGB (CN) 1.262 1.742 1.2 0.7 EUR/GBP 0.86283 0.86334 +0.00%   

KGB (KR) 3.746 4.275 0.0 0.0 AUD/NZD 1.2072 1.2071 ▼0.07%  

SDL (IN) 6.261 6.935 9.2 2.7 EUR/CNH 7.8236 7.8242 ▼0.01%  

GBP/CNH 9.0662 9.0626 ▼0.03%  

CNY/HKD 1.1566 1.1565 ▼0.03%  

EUR/HKD 9.0399 9.0397 ▼0.08%  

G3 Equities Close Net Chg Daily %Δ SGD/HKD 6.0862 6.083 ▼0.09%  

S&P500 (US) 7266.99 -119.66 ▼1.62%  *Open is as at 8am HKT/SGT. 

Nasdaq (US) 25169.5 -509.32 ▼1.98%  

DJIA (US) 49918.78 -953.33 ▼1.87%  Asia Equities Close Net Chg Daily %Δ

N225 (JP) 64179.27 -1237.36 ▼1.89%  ASX (AU) 5517.44 16.25 +0.30%   

STOXX50 (EU) 6009.95 -39.79 ▼0.66%  STI (SG) 4958.85 -64.40 ▼1.28%  

SHCOMP (CN) 3993.226 -16.80 ▼0.42%  

Commodity Close Net Chg Daily %Δ SZCOMP (CN) 2688.462 -54.17 ▼1.97%  

COPPER (LME) 13,466.23 -107.11 ▼0.79%  HSI (HK) 24407.96 -157.94 ▼0.64%  

IRON ORE (CN) 101.65 -2.07 +0.51%   SENSEX (IN) 73983.18 64.42 +0.09%   

GOLD 4,072.31 -188.54 ▼4.42%  JSE (ID) 5902.376 155.73 +2.71%   

SILVER 63.36 0.04 +1.43%   KLSE (MY) 1678.96 3.46 +0.21%   

OIL (BRENT) 93.10 1.65 +1.80%   PSE (PH) 5941.36 -4.35 ▼0.07%  

OIL (WTI) 90.03 1.83 +2.07%   SET (TH) 1563.59 -20.55 ▼1.30%  

NATURAL GAS 3.19 -2.00 ▼3.06%  VNINDEX (VN) 1803.71 0.01 +0.59%   
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